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THE SITUATION 


The majority of bankers and business 
men in New England are looking forward 
hopefully yet cautiously to 1923, especially 
the earlier part of the year. The sudden end 
of the last period of prosperity in 1920 has 
not been forgotten, and, asa consequence, 
business men are more cautious than 
at that time. Manufacturers, jobbers 
and retail merchants alike have operated 
on a hand-to-mouth basis throughout the 
past year, keeping their stocks as small as 
possible. Actual consumption of goods, on 
the other hand, has been large, and is at 
present exceptional, as is shown by the 
enormous total of holiday purchases. 
The annual consumption of merchan- 
dise continues year after year at very 
nearly a constant rate. With retail mer- 
chants’ stocks low and their outstanding 
orders small, it would seem that merchants 
must call on wholesale jobbers and manu- 
facturers for large quantities of goods 
during the next few months. This in turn 
would result in a high rate of manufac- 
turing activity, inasmuch as manufac- 
turers’ stocks, too, are generally small. 

The year 1922 will go down in business 
history as one of exceptional building ac- 
tivity. Many projects which were post- 
poned during the war period and later, 
when construction prices were so extreme- 
ly high, have been started during the past 
year, and, judging by the large number of 
contracts awarded even during the past 


few weeks of cold weather, the building in- 
dustry should be busy again next spring. 
It is difficult to estimate how much im- 
petus this boom has given to other in- 
dustries, but it must have been large. Re- 
cent activities have tended more to resi- 
dential construction than to factories and 
business buildings, and that in itself may 
be construed as a healthy sign. There is a 
shortage of building mechanics in many 
sections of New England, as in some other 
parts of the country, and wages are con- 
sequently high. The building industry will 
probably have to watch construction costs 
more closely during the next year than it 
has in 1922, because they are considerably 
higher than they were a year ago. 

The credit situation has undergone con- 
siderable change during the past twelve 
months, largely as a result of the increase 
in business activity and some increase in 
confidence, as well as higher commodity 
prices. A year ago, interest rates were fall- 
ing, and the volume of bank loans declin- 
ing, but even at that time an improvement 
in business was noticeable. It was not until 
midsummer that interest rates ended 
their drastic decline of the previous year 
and a half and that credit liquidation 
came to an end. Late in August money 
rates became stronger, and bond prices 
were soon affected, starting to decline in 
the latter part of September. The year 
ended with money rates firm and higher 


[Beginning with this issue we publish on the last page a national summary of business and credit conditions which 
is to be prepared each month by the statistical services of the Federal Reserve Board and the Federal Reserve 


Banks. 


This summary will deal with the latest available facts regarding production, prices, trade and bank credit. ] 








2 MONTHLY REVIEW OF THE 


FEDERAL 


RESERVE BANK OF BOSTON January 1, 





than in midsummer, although not high 
enough to cause any apprehension nor to 
check business expansion. Indeed, the im- 
proving volume of business in 1922 caused 
no strain on the credit resources of the 
country, but rather induced a healthy in- 
crease in the volume of loans of banks to 
their customers. While the member banks 
made some recourse to the Federal Re- 
serve System to finance the larger volume 
of loans, rediscounts have been of mod- 
erate proportions and there remains both 
within the banks themselves and in the 
Reserve System ample credit for the re- 
quirements of business during the com- 
ing months. 

While a greater volume of business 
usually results from rising prices, the 
former during the past year has been, for 
various reasons, disproportionate to the 
latter and this failure in the volume of 
business to keep pace with prices con- 
stitutes an important obstacle to its 
continuation at its present rate of 
expansion. When business was recover- 
ing from the depression which occurred 
immediately after the signing of the 
Armistice, merchants had practically 
no difficulty in passing on to their cus- 
tomers higher wholesale prices,—in fact, 
the demand was continually for better 
erades and consequently higher-priced 
lines of merchandise. Conditions have 
been different during the present recov- 
ery, and merchants still report that the 
public is more than usually averse to pay- 
ing higher prices. The rise in wholesale 
commodity quotations during the past 
year has really been a rapid one, if judged 
by the old pre-war standards. The United 
States Bureau of Labor Statistics’ index of 
the wholesale prices of 404. commodities 
was 13 per cent higher in November than 
in last January. This same index increased 
only 10 per cent between August, 1908, 
and March, 1910, the entire period of the 
recovery in prices from the 1907 panic. 
Much of the conservatism apparent in the 
business and financial worlds is undoubt- 


edly due to the realization that the past 
year’s rise in prices has been a rapid one. 
To this is added that very important fac- 
tor that was so apparent a year ago,—the 
lack of balance between the prices of the 
major groups of commodities. The mal- 
adjustment is not as severe now as it was 
at that time, but the great body of farmers 
remains at a disadvantage in purchasing 
the goods they need when compared with 
most other groups of buyers. Next to the 
foreign situation, if, indeed, it is not more 
important, the commodity price situation 
warrants the closest attention, because it 
is a major factor in the outlook for domes- 
tic business during the next year. 

The security markets have performed 
their usual function of furnishing a sen- 
sitive index of business conditions during 
the past year, the rise in stock prices dat- 
ing from August, 1921. Between that time 
and last October, there was an almost con- 
stant advance in prices, amounting to an 
average increase in representative indus- 
trial securities of 62 per cent. The corre- 
sponding rise in the entire bull market of 
I9I9 was only 50 per cent, so that the 
recent rise will be seen to have been one 
of major proportions. Stock prices be- 
came reactionary during the latter part of 
October, however, and, as is perhaps not 
unnatural in view of their extended rise, 
did not recover to their early October 
highs before the end of the year. 

Looking ahead into 1923, the prospects 
seem to be good, contingent, among other 
factors, on the willingness and ability of 
merchants and consumers to buy mer- 
chandise at the higher prices necessitated 
by increasing wholesale quotations, and 
also on that other important factor, the 
foreign situation. In all probability the 
impetus given to general business by the 
activity in the building industry will con- 
tinue well into the coming year. Undoubt- 
edly one of the most optimistic factors in 
the whole situation is the sound condition 
of the banking system of the country. 
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MONEY AND BANKING 


The Boston money market during December 
was under the influence of numerous cross-cur- 
rents, perhaps the most important being the oper- 
ations of the United States Treasury. A slight 
tendency toward lower rates was evident in the 
commercial paper market, which moved toward a 
43/4, per cent basis. There are occasional trans- 
actions at 41 per cent, however, and some at five 
per cent, but the tendency at the moment is dis- 
tinctly downward. Money rates at the banks, on 
the other hand, strengthened slightly during the 
month. The seasonal trend of short time money 
rates is usually more strongly downward at this 
time of the year than has been the case in the 
past month. 

lor many months prior to last April, the Bos- 
ton banks’ loans were higher than their demand 
deposits. But from April until the early part of 
November their loans were less than their de- 
mand deposits, reflecting both the lack of demand 
for credit for business purposes and the surplus 
credit stored within the banks. Between early 
September and late October, both the demand 
deposits and the loans of the Boston banks in- 
creased quite rapidly, 





an increase which was not 
entirely accounted for by the improvement in 
general business. On the other hand, beginning 
in early November, both loans and demand de- 
posits declined. Both the upward and downward 
movements can in a measure be traced directly to 
two especial causes peculiar to Boston. In the 
first place, Boston is the leading wool market of 
the country, and just prior to the passage of the 
Fordney tariff bill, Boston dealers and New Eng- 
land manufacturers imported enormous quanti- 


BOSTON MONEY MARKET 
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ties of foreign wool and held them in bond. These 
importations were financed to a large extent by 
Boston banks. For the past two months much of 
this wool has been taken out of bond, thereby re- 
leasing the credit on which it was carried. The 
other important factor which has tended to cause 
the rise and subsequent fall in deposits and loans 
this autumn has been the financial operations of 
the various municipalities of New England. A 
large number of temporary borrowings are made 
each spring by the numerous cities and towns in 
anticipation of their tax receipts in the autumn, 
the proceeds being used to finance the usual mu- 
nicipal activities for possibly six months. These 
temporary loans are heavily bought in New York 
and Chicago. As the citizens make their tax pay- 
ments, town and city treasurers rapidly increase 
their bank deposits to meet these loans, and it is 
the payment of them a few weeks later which 
causes a sudden reduction of bank balances as 
drafts are sent to the note holders. 

The sudden increase and subsequent contrac- 
tion in the loans of the member banks this au- 
tumn, as previously mentioned, resulted in a sim- 
ilar movement in the volume of loans of the Fed- 
eral Reserve Bank of Boston to its members. 
Two-thirds of the increase in the loans to mem- 
ber banks was based on commercial paper, and 
only one-third on loans secured by Government 
obligations. 

Money rates prevailing in the open market at 
Boston on December 26 were as follows: 


Commercial Banks to Customers 5% 
Brokers’ Call Money 5Y% 
90-day Bankers’ Acceptances (unendorsed) 4% 
Commercial Paper (Note Brokers) 470 
Year Collateral Loans 5-5A% 


TOTAL LOANS AND REDISCOUNTS 
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COMMODITY PRICES 


It has long been recognized that security prices 
usually forecast changes in business conditions, 
and the latter are in turn reflected in commodity 
prices. The close relation existing between the 
movements of commodity and security prices is 
graphically shown on the chart below, the upper 
line of which represents the trend of the well- 
known Dow og average of industrial stock 
prices from 1900 to the present time. The lower 
line shows the sine fluctuations of the whole- 
sale commodity index of the Bureau of Labor 
Statistics over the same period. From January, 
1916, to the present time the scale used for com- 
modity prices has been lowered and reduced in 
order to correlate the two series more clearly. It 
is evident from this chart that a broad movement 


THE RELATION BETWEEN 
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Source of commodity price data — Bureau of Lal vabor Statistics 


| WHOLESALE COMMODITY PRICE MOVEMENTS 







in stock prices is followed by a corresponding 
movement in commodity prices. It is this rela- 
tion that has been emphasized by the lines AA’, 
BB’, etc., joining the high and low points of the 
two curves. The regularity of this phenomenon 
establishes the forecasting power of stock prices 
over commodity prices. Once realized, this fact 
naturally can be of great utility to the business 
man who desires to be able to foresee the trend 
of the general level of commodity prices several 
months into the future. The ultimate degree of 
relation between the two series is determined 
largely by the type of influence that causes the 
decline or rise in stock prices. If, as in 1900, 


the depression in business is one due to overpro- 
duction, the resulting oversupply of commodities 
nines ie tation POT dS meee 
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without a ready market brings a decided decline 
in the commodity trend. On the other hand, such 
a panic as in 1903-04, largely financial rather 
than industrial, shows a relatively smaller degree 
of influence on the trend of commodity prices. 
The depression of 1907-08, largely industrial in 
its cause and effect, had a major influence upon 
the commodity trend (see EE’). As shown by 
the line KK’, the government price fixing that 


WHOLESALE The index of wholesale prices 
of 404 commodities compiled by 
the Bureau of Labor Statistics increased 114 per 
cent during November over the previous month. 
The group now is 56 per cent above 1913 levels 
and about ten per cent higher than last Novem- 
ber. Dun’s commodity index for December 1, 
1922, although only slightly higher than that of 
October 1, measured an increase of nearly 13 
per cent from the first of the year. 


RETAIL (food) According to the Department 

of Labor report on retail food 
prices, the average cost to a family increased two 
per cent from October to November in 47 repre- 
sentative cities of the United States. Food costs 
are now less than a year ago, but still from 25 to 
50 per cent above the 1913 level. 


COTTON The final cotton crop report of 

the Government determines the 
fact that this year’s crop is undeniably short. 
Combined with a small carryover from last year, 
the available supply is scarcely sufficient to meet 
the domestic needs. Reflection of the final esti- 
mate was noted in increasing strength in the mar- 


ket for middling uplands spot cotton at New 
York. 

COTTON Goops Print cloths, in response to the 
bullish movement in raw materi- 
als, rose to a new high for the year in some 
grades. This movement represents an increase 
of over 40 per cent in the price of 3814 inch 64 
x 60 print cloth since last April. Sales of print 
cloth in the Fall River market have constantly 
declined since the middle of November, dropping 
off 75 per cent in five weeks. Preliminary re- 
ports for the week ending December 23 indicate, 
however, iticreasing activity in that territory. 


was in effect from October, 1917, through the 
remainder of that depression prevented a serious 
drop in commodities. 

In view of these facts, it is important for those 
who depend upon the future of commodity prices 
carefully to watch and weigh the broad move- 
ments of industrial stock prices, and from their 
action determine with some degree of certainty 
the general trend of commodity prices for some 
time in advance. 


HIDES The sale of some 520,000 Chi- 
cago packer hides during the 
early part of December at prices ranging from 
21% to three cents lower than the previous sales, 
was the feature of the last few weeks. This 
spurt brought considerable business to a stagnant 
market, and more closely holds hide prices in 
alignment with leather prices. 
IRON AND Iron and steel prices have con- 
STEEL tinued their depression of the 
past two months. The composite 
of iron and steel prices issued by the Jron Trade 
Review stood at $40.28 for the second full week 
of December, compared with $43.79, the average 
for the month of September. 
LEATHER The price changes in hides will 
not be entirely reflected in leath- 
ers, since the most important reason for the flag- 
ging interest in leather has been the unprofitable 
margin received by the tanner. 


WOOL The activity of the Boston 

wool market during November 
and the first three weeks of December, although 
somewhat brisker than earlier in the fall, did not 
reach a volume commensurate with the activity 
among wool manufacturers. The Fordney tariff 
had numerous effects upon the wool trade, one of 
which was the great increase in the importation 
of noils and wastes. 


WOOLEN Goops_ ‘This season’s supply of woolen 

blankets is on hand, with prices 
averaging 30 per cent higher than last year. 
Woolen goods in general reflect the strength of 
the raw wool market, with the mills running at 90 
per cent of capacity, or better. (For a discussion 
of the margin between wool and woolen goods 
see page 11.) 
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MANUFACTURING CONDITIONS 


The volume of production and of employment 
in New England during November increased to 
a point where industrial activity was fairly defi- 
nitely established on a basis approximating 90 
per cent of capacity. Since that time best esti- 
mates indicate that production has fallen slightly, 
following the usual seasonal tendency, but de- 
clining less than is ordinarily the case. Inven- 
tories of both raw materials and finished goods 
are now considered by reporting manufacturers, 
almost without exception, to be in line with the 
present scale of operations and outstanding or- 
ders for merchandise from customers. Commit- 
ments for raw materials, while tempered with 
caution in view of the experiences of the year 
1920 and of the rise already witnessed in those 
commodities most used in New England manu- 
factures, seem on the whole to be placed with 
greater confidence. A few lines in the metal trade 
industries, notably machine tools, have not yet 
recovered from the period of overexpansion in- 
duced by the war; but reports from representa- 
tive manufacturers in these lines indicate that the 
outlook among them is now brighter than hereto- 
fore. 


LABOR The demand for labor in Mas- 
sachusetts during November and 
the first two weeks of December was slightly less 
than during October, though the number of posi- 
tions reported filled increased, according to the 
Public Employment Offices. The call for able- 
bodied workmen for the first time since the begin- 
ning of the year was less than the supply. The 
average weekly wage of employees in representa- 
tive factories increased from $21.02 in October to 
$22.66 in November. 
CARLOADINGS Carloadings in New England 
during November were maintained 
at a much better rate than is usually the case. 
However, during the week ending December 2, 
and covering Thanksgiving day, loadings fell be- 
low those for the corresponding week in 1921 for 
the first time during the year. The shortage of 
freight cars, which, during November, created a 
serious situation, has been alleviated and is now 
causing no great anxiety. 
BOOTS AND The boot and shoe industry of 
SHOES New England ran at nearly 90 
per cent of capacity on the aver- 
age during November. Producers of medium-priced 
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and low quality shoes are meeting with the best de- 
mand and are in some cases running overtime. 
Manufacturers of high-grade shoes, however, are 
operating at about 75 per cent of capacity. Manu- 
facturers’ stocks are lower than during either of 
the two previous years. New orders received from 
July through November have averaged about 20 
per cent higher than during the same pericd in 
1921. 
BRASS AND 
BRONZE 


The brass and bronze indus- 
tries of New England during the 
first two weeks of December op- 
erated at over 80 per cent of capacity, or a higher 
rate than had previously been attained during the 
year. 


BUILDING Building continued more than 
ordinarily active throughout No- 
vember, and during the first three weeks of De- 
cember contracts let were more than 60 per cent 
greater than in the corresponding period in 1921. 
Contracts awarded for residential buildings dur- 
ing November made up’ more than half the total 
for the month. 


COTTON Consumption of raw cotton in 
New England during November 
increased sharply, putting operations in the in- 
dustry on a basis above 90 per cent of capacity, 
the highest since July, 1920, and an increase of 45 
per cent since the low point reached in April dur- 
ing the textile strike. Manufacturers of yarns 
and cotton finishings are still finding new busi- 
ness unsatisfactory. 


HARDWARE Hardware manufacturers are 
experiencing a comparatively bet- 
ter demand after over a year of low production. 
Stocks of goods on hand are still large, but are 
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gradually being worked down to more satisfac- 
tory limits. Dealers’ stocks are estimated to be 
comparatively low. 

LEATHER The tanning industry of New 
England is operating at a rate 
probably less than 20 per cent higher than a year 
ago. The chief increases have been in upper leath- 
er lines, with the greatest advances in calf and 
kip leather. 


PAPER Aggregate monthly production 
of all grades of paper since Au- 
gust has been only slightly less than at the peak of 
production in the summer of 1920. Newsprint 
output during October, for instance, was actually 
higher than for any month in 1920. Correspond- 
ents have reported operations as high as 30 per 
cent above normal during the early part of De- 
cember. Stocks, in view of the present scale of 
consumption, are regarded by manufacturers as 
low. 


SILVERWARE The silverware trade during 
November and the early part of 
December was seasonally active, with some con- 
cerns producing the cheaper grades running on 
full time and others as low as 60 per cent of ca- 
pacity. Inventories are now regarded by manu- 
facturers as moderate, and distributors in gen- 
eral are thought to be understocked. 


WOOL The woolen industry of New 


England is running at a rate 
above 90 per cent of capacity, with the greatest 
activity in the worsted department. Spinning 
spindles producing both worsted and woolen 
goods are operating approximately on full time. 
Looms, however, are working at about 80 per 
cent of maximum single shift capacity. 


BOOT AND SHOE INOUSTRY 
AVERAGE RATE OF MANUFACTURING ACTIVITY 
EIGHT NEW ENGLAND MANUFACTURERS 
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New England manufacturers are running at a 
high rate of capacity, and yet are carrying smaller 
At the 
same time, wholesalers and retailers are still loath 
to accumulate normal stocks of finished goods. 
This is verified by reports from New England 
department stores, which show smaller stocks on 
hand than a year ago, and comparatively few 
orders for future delivery. T 


stocks of raw materials than a year ago. 


Therefore there is 
plenty of opportunity for enterprising sales man- 
agers and advertising managers to go out for 
business in the New England market. Labor 
conditions are generally quiet, although there is a 
scarcity of building mechanics and skilled textile 
operatives in some centers. Manufacturers re- 
port a scarcity of common laborers. Retail sales 
of 17 department stores outside the Boston dis- 
trict were six per cent larger in November, 1922, 
than in November, 1921, while stocks were four- 
tenths of one per cent smaller. Christmas trade 
was late in starting, but reports for the first three 
weeks in December indicate a holiday trade bet- 





The map below gives an approximate gauge of 
the relative improvement in business in the vari- 
ous localities during the first three weeks in De- 
cember of this year as compared with the corre- 
sponding period last year, by showing increases 
over last year in the volume of payments by 
checks drawn on the banks in twelve New Eng- 
land centers. The size of the dot indicates ap- 
proximately the amount of improvement. 

Following is a summary of conditions in sev- 
eral New England centers :— 


BOSTON Rubber factories in the vicin- 


ity are operating at nearly ca- 
pacity. Candy plants have been running full 


time to fill Christmas orders, which came late 
this season. The public employment office reports 
an increase over last year in the number of per- 
sons placed. Shoe factories are busy and metal 
working plants are fairly active. Sales of Boston 
department stores were eight per cent larger in 
November of this year than in November, 1921, 








ter than in either of the last two years in this although the number of sales transactions was but 
district. four per cent greater and stocks were seven per 
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cent less. Collections in November were about 
the same as in October. Sales of reporting wom- 
en’s apparel shops were two per cent higher than 
in November, 1921, although stocks were one- 
half of one per cent lower. 


BROCKTON Shoe shipments amounted to 
59,514 cases in November of this 
year, as compared with 51,275 cases in Novem- 
ber, 1921. The shoe industry is improving, with 
greatest gains among manufacturers of cheap 
shoes. Labor conditions are satisfactory. Retail 
trade in November showed a decrease as com- 
pared with November, 1921, but early December 
sales improved. Collections in November were a 
little less than in the previous month. 


FALL RIVER Textile mills are running on 
full schedules. The cotton print- 
ing industry especially is in excellent condition. 
Retail trade was better in November than last 
year. 

Metal trades show much im- 
provement over last year, al- 
though operating at only 75 per cent of wartime 
capacity. There is relatively little unemployment. 
Typewriter concerns show increased activity over 
a year ago. 


HARTFORD 


LAWRENCE The textile industry is running 
full time, with some mills operat- 
ing night shifts. Some scarcity of labor is noted. 
Retail trade decreased in November, 1922, as 
compared with November, 1921. 


LOWELL There is a slight surplus of 
textile workers. Retail trade was 
better in November, 1922, than in November, 
1921, due to an increase in activity of the mills. 
Collections in November were less than in Octo- 
ber. 
MANCIIESTER The textile strike in progress 
since February was settled the 
latter part of November. Labor is reported to 
be now planning to carry its fight for the 48- 
hour week to the Legislature. Low water in the 
Merrimac River is hindering the full operation 
of the mills, but the larger ones have coal enough 
to last all winter if necessary. The largest mill 
has started night shifts in some departments. 


The silverware industry is 
prosperous, although a decline 
after December is to be expected, as it is a highly 
seasonal business. There is a scarcity of labor, 
both skilled and unskilled. Retail trade was less 
in November, 1922, than in November, 1921. 


MERIDEN 


NEW BEDFORD Cloth mills are operating at ca- 
pacity, with yarn mills at a some- 
what reduced rate. Retail trade was poorer in 
November than in November of last year. Col- 
lections were about the same in November as in 
October. 
PITTSFIELD -aper, paper machinery and 
electrical industries are operating 
at near capacity. Retail trade in November was 
not as good as in November last year. Collections 
were better in November than in October. 
PORTLAND The textile and the boot and 
shoe industries are running at a 
high rate of capacity, although low water is di- 
minishing the output in the southwestern part of 
the state. Manufacturing dealers in canned goods 
are well sold out. 
PROVIDENCE The jewelry industry is oper- 
ating at a high per cent of ca- 
pacity. The textile industry is in excellent condi- 
tion. Machine and metal plants are running fair- 
ly well, employing 40 to 50 per cent more work- 
ers than last year. Retail trade was not as good 
in November as last year. Collections were bet- 
ter in November than in October. 

WORCESTER The demand for metal workers 
was greater during November 
than in any other month this fall or last fall. 
\Vire goods and textile machinery industries are 
generally operating at capacity. Corset factories, 
the grinding machine industry, and drop forging 
concerns are running at about fifty per cent of 
capacity, leather belting at eighty per cent and 
railway equipment at 100 per cent. Retail trade 
was not as good in November, 1922, as in No- 
vember, 1921. Collections were better in Novem- 
ber than in October. 
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RETAIL TRADE 


Although slow in getting under way, due to the 
fact that Thanksgiving came later than usual this 
year, the retail holt 


y trade in New England 
te) 


da 
amounted to more this year than ever before. 
Similarly, the whole fall was a better one for re- 
tail merchants than any previous fall, possibly 
due to increased wages in several important in- 
dustries. A notable fact, illustrated by the chart 
below, was that the average sale of the reporting 
Boston department stores increased in value over 
last year, showing that the buying public pur- 
chased merchandise of higher quality than in 
1921. The same tendency was apparent in the re- 
ports of seventeen department stores outside of 
Boston. This rise in the value of the average pur- 
chase had its effect on the department stores spe- 
cializing in the lower-priced merchandise, as their 
sales showed a smaller increase over last year 
than did the sales of the stores handling higher- 
priced goods. An analysis of sales by depart- 
ments in reporting stores shows that men’s and 
boys’ clothing, men’s and boys’ shoes, woolen 
yard goods, and silk and velvet yard goods made 
much greater gains in November than other de- 
partments. ‘The increase in the last two depart- 
ments is a further expansion of the tendency 
noted last month. The only one of the more im- 


portant departments to show a loss was women’s, 


S 


misses’ and girls’ shoes, sales of which were 
per cent less than in November of 1921. 


w*) 


8 Boston Department Stores 

7 Other N. E. Department Stores 
5 Total Department Stores 

4 Women’s Apparel Shops 
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The percentage change in the sales of the lead- 
ing departments of the twenty-five reporting 
stores in November, 1922, as contrasted with No- 
vember, 1921, is shown in the following table: 

SALES BY DEPARTMENTS 
November, 1922, compared with November, 1921 


Men’s and Boys’ Shoes +23.4% 
Men’s and Boys’ Clothing +21.4% 
Men’s and Boys’ Furnishings +4.0% 
Women’s, Misses’ and Girls’ Apparel +8.3% 
Women’s, Misses’ and Girls’ Shoes —3.8% 
Hosiery +8.8% 
Knit Underwear +0.4% 
Cotton Underwear +1.0% 
Cotton Yard Goods +5.7% 
Woolen Yard Goods +20.7% 
Silk and Velvet Yard Goods +25.3% 


Stocks carried by reporting Boston department 
stores were seven per cent less at the end of No- 
vember than last year, while those carried by the 
outside department stores and by the Boston 
women’s apparel shops were 0.4 per cent less than 
last year. Collections in November were slightly 
better than in October, reflecting improved busi- 
ness conditions and relatively less unemployment. 

Retail merchants, in spite of the rise in the 
amount of the average sale, are still apprehensive 
of the effect which any considerable increase in 
prices would have on the volume of business. 
They report considerable resistance on the part 
of the public to the increases which have been 
made, even where such increases were justified. 

(The bank will be glad to furnish the statistical data 


this article is based to any merchant who wishes to co 
with his own store’s statistics.) 





’ Outstanding Orders 
Stocks at Retail Ratio of Stocks for Merchandise 





r. 30, 1922, to Net Sales on Nov. 30, 1922, 
ed with July thru compared with 
Nov. 30,1921 Oct.31,1922 Nov., 1922 Purchases during 1921 
6.9% —8.4% 3.14 6.55% 
—0.4% +4.9% 4.32 6.47% (9 stores) 
5.0% 1.6% 3.42 6.54% (17 stores) 
0.4%* 2.1%* 2.41* 3.88% 
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RAW AND 


The center of interest in the wool and woolen 
market today is the probable effect that the strong 
upward tendency of raw wool will have on the 
ultimate manufactured article. The chart below 
shows the price trend of eleven-ounce serge on a 
pound basis compared with the price levels of the 
grades of raw wool, tops and yarn that have a 
part in its manufacture. 

The extent of the recent rise in raw wool may 
be noted on the chart. After remaining at record 
levels for nearly three years, prices fell in 1920 
about 60 per cent and continued through Novem- 
ber, 1921, at a level about equal to the average of 
1916. From November, 1921, to July, 1922, wool 
prices rose nearly 75 per cent, to fall off slightly 
during August and September. Since September 
the trend has been strongly upward, although no 
great gain has been made over the July high 
point. Tops have followed this trend very closely, 
while yarn and woolen goods have, respectively, 
shown less relation to raw wool prices. 


MANUFACTURED WOOL PRICES 


In 1913 the spread between wool and woolen 
goods prices is represented by the vertical dis- 
tance AA. For three years this difference was 
approximately constant. Then the rise in raw 
wool prices became so rapid as to outpace the rise 
in the price of woolen goods. Woolen goods, 
however, recovered their margin by continuing 
to rise after the wool market had stopped, con- 
stantly increasing during 1918, while raw wool 
was holding steady. For another three-year pe- 
riod this margin held good. Then the liquidation 
came with a 60 per cent drop in raw wool prices. 
Woolen goods fell off about 45 per cent and then 
stopped, remaining at the level reached till early 
this year. A careful measurement of the present 
margin after the precipitate rise in wool and only 
a small increase in woolen goods reveals the fact 
that the present margin is practically identical 
with that maintained at the earlier intervals when- 


ever excess price inflation or deflation was absent. 
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Sources of raw wool, tops and yarn data — War Industries Board 


Commercial Bulletin 


Sources of serge data — War Industries Board and Dun’s Revieu 
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FOREIGN TRADE 


The effect brought about by the war in con- 
verting the United States from a debtor to a cred- 
itor nation naturally will be felt most directly in 
foreign trade. During the past century, most of 
the newer countries of the world, including the 
United States, have offered attractive fields for 
foreign investments, and this resulted in the flow 
of capital from the older European countries to 
America in the form of heavy investments in 
railroad securities and those of the better known 
In the 
United States this movement was seldom suffi- 


public utility and industrial corporations. 


cient to give actual control to foreign interests, 
but in other parts of the new world, as in South 
America, such investments frequently resulted in 
European financial control of transportation and 
industry, and have been an important factor 
through the invisible items of exchange. 

The income from foreign investments can be 
converted from the currency of the nation in 
which the investments were made to that of the 
country in which the owner lives, either through 
the shipment of gold or the operation of the ex- 
change markets. While this is frequently done 
by those who wish to use their income currently, 
investors in foreign securities usually reinvest 
their income, thus continuing the flow of capital 
from one nation to another. After a country’s 
foreign investments grow large, however, and its 
business becomes more specialized, it is likely to 
devote a greater proportion of its energies to such 
enterprises as international banking, the insur- 
ance of maritime or other risks, or the acquisition 


DOLLAR VALUE OF FOREIGN TRADE 


UNITED STATES 





of a large mercantile marine, as in the case of 
Great Britain. Nations engaged in pursuits of 
this character usually find it advantageous to im- 
port an increasing proportion of their foodstuffs 
and basic raw materials. If the value of these 
imports rises to a point where it exceeds that of 
a nation’s exports, the country is said to have an 
unfavorable trade. This does not 
mean, however, that the country becomes impov- 


balance of 


erished, for Great Britain, which had an unfavor- 
able trade balance for many years prior to the 
war, had continued to become richer, because its 
annual income from foreign investments, inter- 
national banking, insurance and shipping was 
more than sufficient to offset the excess of mer- 
chandise imports over exports and leave a heavy 
balance in its favor. This balance might have 
been converted into gold and drawn into Eng- 
land until the British gold supply was far greater 
than the nation’s financial requirements. In order 
that this balance might be employed to the best 
advauitage, it was used in making further foreign 
investments, thus encouraging purchases of Brit- 
ish goods by other countries. 

While the volume of foreign trade of the Unit- 
ed States is small compared with its domestic 
trade, our industrial development, quickened to 
some extent by the war, has created in many lines 
of business manufacturing facilities whose full 
time production is more than sufficient to supply 
the domestic markets. Just as in some industries 
production must approach capacity before a prof- 
it can be made, the difference between an active 


GOLD MOVEMENT COMPARED WITH THE 
BALANCE OF TRADE 
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and an inactive foreign demand may mean the 
difference between profitable and unprofitable 
production. Although the trend in the United 
States has gradually been from agricultural to 
industrial production, this country still produces 
a surplus of many farm products beyond its own 
needs, and the situation of the farmer during the 
past two years, when foreign purchasing power 
has been at a minimum, shows the result of an 
output larger than can be successfully marketed 
at home. This condition affects the entire coun- 
try to the extent that manufacturers depend on 
sales in agricultural areas. 

The war accomplished for the United States 
what might otherwise have taken decades to bring 
about. The character of our foreign trade had 
been gradually changing ; we were exporting less 
foodstuffs and more manufactures and importing 
manufactured 
goods. How the United States was changed from 


more raw materials and fewer 
a debtor to a creditor nation can be seen by the 
accompanying charts. That showing the foreign 
trade of the United States indicates that in the 
five years ending in 1920 the excess of merchan- 
dise exports over imports amounted to approxi- 
mately 15 billion dollars. This is shown even 
more clearly by the second chart “Balance of 
Trade and Gold Movement”, together with the 
fact that while gold movements to this country 
have been heavy, its holdings today amounting to 
almost one-half of the world’s monetary gold 
stocks, they are relatively small compared with 
the enormous merchandise balances. The differ- 
ences between the balance of goods shipped 
abroad and the gold actually received for them 
a 

WHOLESALE PRICES OF Goons 
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Source of data — Federal Reserve Board. 


can be accounted for not only by the loans made 
by this Government to its allies during the war 
and early reconstruction period, the net amount 
paid abroad for maritime insurance and shipping 
charges, the funds placed to foreign credit 
through remittances of immigrants to their home 
countries, and the short time credit extended by 
American banks and exporters, but also by the 
fact that foreign holders of American securities 
resold them to Americans, and that American in- 
vestors have absorbed a large volume of foreign 
and domestic securities held abroad. The diffi- 
culty experienced in paying for these purchases 
is indicated by the chart entitled “Foreign Ex- 
change Index.”’ The depreciation in foreign cur- 
rencies is largely due to war and post-war infla- 
tion, but the flow of gold to this country is a fac- 
tor making difficult the restoration of gold stand- 
ards. Not only have the values of foreign cur- 
rencies, expressed in terms of gold, been fluctu- 
ating since the close of the war, but the move- 
ment of commodity prices expressed in currency, 
as shown by the index of import and export 
prices, has had an unfavorable influence on for- 
eign trade. 

It is the purpose of this publication, during 
succeeding months, to analyze the foreign trade 
situation in detail, measuring changes in the phys- 
ical volume of foreign trade by making allow- 
ances for price changes, analyzing what might 
be termed the maladjustments of foreign trade 
by its long time trend, and to consider the condi- 
tion of foreign markets in specific countries and 
for products with which the industrial welfare of 
New England is most closely bound. 
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Foreign exchange index shows the approximate trend 


of foreign exchange quotations in New York 
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GOVERNMENT 


A new type of short time investment has been 
placed on the market within the past four years, 
which is very attractive to both bankers and busi- 


ness men. This is a government obligation, issued 


either as a Treasury note or as a Certificate ot 


Indebtedness. During the war the United States 
Treasury found it necessary to provide a means 
for supplying the Government with a more con- 
stant source of income than from taxation pay- 
ments and to bridge periods between Liberty 
Loans. Certificates of Indebtedness, so-called, 


were accordingly offered for sale, and were also 
later used as a means of facilitating the refund- 
i tory Notes. Certifi- 


commitments of less 


ing of certain series of Vi 
cates of Indebtedness for 
than a year, and Treasury notes for longer peri- 
recognized as forming the saf- 
readily 


ods are generally 
marketable short time se- 
curity that now be 
the world. Moreover, in addition to being read- 
ily marketable, 


can purchased anywhere in 


they are not subject to wide- 


spread price fluctuations, so that any holder 
can immediately get for his Treasury note or 
Certificate of Indebtedness practically as much 


The chart below, in addition to 
maturities available for the Certifi- 
cates of: Indebtedness and Treasury notes due in 
May, 1923, pictures the success which has attend- 
ed the Government’s refunding of its early ma- 
turing Victory Notes. 

In January, 1922, the Treasury of the United 
States was faced with maturities of Government 
bonds during the succeeding 18 months of over 
six billion dollars, the greater portion of which 
were due in May, 1923. Since then the refunding 
program has been so successful that only $800,- 
000,000 in Victory Notes are now outstanding 


as it cost him. 
showing the 


SECURITIES AS SHORT TIME INVESTMENTS 


and bearing interest. Practically all of this re- 
funding has been in the form of short time notes, 
with only a comparatively small amount in the 
form of 25-30 year Treasury Bonds. The greater 
part of the Victory Notes has been refunded in 
such a way that their maturities are well distrib- 
uted, thus lessening the strain that otherwise 
might be felt in the money market when the vari- 
ous issues fall due. 

In the middle of December $700,000,000 of 
43/4, per cent Victory Notes were due under the 
call for redemption, and also $250,000,000 of 
Tax Certificates. Further operations included the 
payment of $100,000,000 interest on the first and 
fifth Liberty Loans. To meet these maturing ob- 
ligations, the Government depended upon the 
payment of the fourth quarterly instalment of 
the income tax which amounted, in round figures, 
to $275,000,000, and on the proceeds of three dif- 
ferent issues of short term securities, namely, 
214-year notes at 414 per cent interest and three- 
month and one-year tax anticipation certificates 
bearing three and four per cent respectively, and 
aggregate allotments of $780,000,000 were made 
for the three issues. 

Scarcely another country among those engaged 
in the world war has been entirely able to pay all 
the interest on its current obligations, and, in- 
deed, the majority have substantially increased 
their indebtedness by leaps and bounds since the 
Armistice. The United States, on the other hand, 
has made a reduction of over $2,800,000,000 in 
its entire debt since the peak was reached in Au- 


gust, 1919, when the net debt amounted to over 
$25,700,000,000; today, according to the latest 


corrected figures published by the Treasury De- 
partment, the net debt stands at $22,843,000,000. 
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Condition of Selected Member Banks 
(In Thousands of Dollars) 
Banks in Portland, Fall River, New Bedford, 
Banks in Boston. Springfield, Worcester, Providence, 
Hartford and New Haven. 
Ys) ‘Ee Change since Ch: ange since 
RESOURCES Dec. 20,'22 Nov. 15,’22 Dec. 21,'21 Dec. 21,’21 Dec.20,'22 Nov.15,'22 Dec. 21,’21 Dec. 21,'21 
Commercial Loans and Investments $515,861 $537,570 $504,187 +$11,674 $324,621 $326,971 $295,459 + $29,162 
Loans Secured by U. S. oblig — 19,698 18,452 29,590 — 9,892 12,161 12,977 16,336 — 4,175 
Loans Secured by Stocks and Bond 197,300 193.430 159,806 + 37,494 85,089 85,956 70,075 + 15,014 
U. S. Certificates Owned . i 4,753 3,897 8,115 - 3,362 1,813 1,036 6,017 — 4,204 
Other U.S. Obligations Owned . 70,013 65,503 15.344 + 54,669 84,072 81,740 48,156 + 35,916 
Total Loans and Investments 807,625 818,852 717,042 + 90,583 507,756 508,680 436,043 + 71,713 
Cash in Vaults 11,413 8,650 14,246 — 2,833 16,778 15,624 14,656 + 2,122 
Reserve at Federal Reserve Bank 68,524 72,077 60,099 + 8,425 22,862 27,797 = =20,470 + 2,392 
LIABILITIES 
Net Demand Deposits 638,101 647,936 574,695 + 63,406 274,579 280,463 236,993 + 37,586 
Time Deposits : 110,052 113,831 73,138 + 36,914 178,126 177,633 141,531 + 36,595 
Government Deposits 20,216 16,046 18,110 + 2,106 9 456 6,077 5,457 + 3,999 
Total Deposits . 768,369 777,813 665,943 +102,426 462,161 464,173 383,981 -+ 78,180 
Money Borrowed at I'ed. he: Bank 35,407 44,581 39,738 — 4,331 9,302 11,308 11,694 — 2,392 
Capital 56,150 56,150 56,400 — 250 32,900 32,900 31,350 + 1,550 
Surplus 61,600 61,600 62,132 — 532 32,250 32,250 29,750 + 2,500 
Undivided Profits | 20,396 20, 396 18,067 + 2,329 19,207 19, 207 16,900 + 2,307 
Ratio of Borrowings to Total lg: ans 4.4% 5.4% 55% — 1.1% 1.8% 2.2% 2.7% — I% 
Condition of Federal Reserve Bank of Boston 
(In Thousands of Dollars) 
RESOURCES LIABILITIES 
Dec, 20,’22 Nov. 15,’22 Dec.21,’21 Dec.20,’22 Nov.15,’22 Dec. 21,’21 
Gold Reserve againstl’.R.Notes $161,699 $157,084 $194,263 Capital $8,126 $8,144 $7,936 
Gold Reserve against Deposits 43,574 46,772 39,132 Surplus 16,483 16,483 16,342 
Total Gold . 205,273 203,856 233,395 Deposits: 
Legal Tender and Silver . 8,842 11,881 13,134 Government. 386 1,809 2,463 
‘lotal Cash Reserves 214,115 215,737 246,529 Member Bank Reserves 122,130 131,528 108,189 
. ; ee 72 £42 ze A400 All other 1,982 299 1,153 
Discounts secured by U.S. Sec. 23,543 21,855 24,881 Be: ; 
Discounts—Commercial Paper 36,986 47,114 43,075 Fotal Deposits 124,498 133,636 111,805 
Bankers’ Acceptances purchased 27,100 31,696 10,929 Federal Reserve Notes 209,360 195,257 208,932 
U.S. Sec. against F.R. Bk. Notes 750 1,750 9,950 Tederal Reserve Bank Notes 150 1,111 5,703 
Other U. S. Securities owned 30,464 18,234 2,512 Collection Items 50,177 59,686 42,950 
Total Earning Assets . 118,843 120,649 91,347 — All other liabilities 2,010 1,832 4,299 
Uncollected items 71,758 73,580 54.527 Total Liabilities 410,804 416,148 397,967 
Other resources 6,088 6,183 5,564 Reserve Ratio . 64.1% 65.6% 76.9% 
Total Resources 410,804 416,149 397,967 Loans to other Fed. Res.Banks 0 0 0 


The Monthly Review will be sent regularly without charge to any address upon request. 
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SUMMARY OF BUSINESS CONDITIONS IN THE UNITED STATES 


INDEX OF PRODUCTION IN BASIC INDUSTRIES 
COMBINATION OF NOIVIDUAL SERIES 
} CORRECTED FOR SEASONAL VARIATION 
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VOLUME OF PAYMENTS BY CHECK 
CHECKS DRAWN ON BANKS IN [40 CENTERS, 
NEW YORK NOT INCLUDED 
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BANK CREDIT 
800 MEMBER BANKS IN LEADING CITIES 
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By the Federal Reserve Board 
DECEMBER 27, 1922 
NOTE: 1 | ummary the figures for banking cover a portion of Dece: mber, 
but the other figures necessarily relate to the preceding month. The — S produc- 
tion includes the following 22 series: pig iron, steel ingots, cotton, wool, eat flour, 
sugar, hogs slaughtered, cattle slaughtered, calves slaughtered, sheep he Mein lum- 
ber, bituminous coal, anthracite coal, copper, zinc, leather, newsprint, cement, petroleum, 
1anufactured tobacco. In comJsing these series in a single index, 


l 
srent items have been weighted in accordance with their relative importance. Al- 


lowance has been made for seasonal variations, so that the index does not reflect changes 
due to seasonal causes. The combined prc duction index compares current output 

the production in 1919, The wholesale price index is that of the Bureau of Labor Sta- 
tistics, which uses average prices in 1913 as a base. 


The volume of production and employment continued upward in No- 
vember and prices registered a further advance. 2 e 

PRODUCTION: — ary to the usual trend at this season of the 
year, production in basic industries in Npvember continued to increas 
Since July, 1921, when production was lower than at any tjme in recut 
years, there has been an almost uninterrupted rise month by. month. The 
index illustré ited in the chart, in which allowance has been made for sea- 
sonal change, shows that production in basic e tries during November 
was 52 per cent hi: whee than in July, 1921, and s€ven per eent higher than 
in Oc tober, 1922, The chief advances from October to November were in 
mill consumption of cotton, which reached «4 monthly total exceeded ot ily 
once since 1917, and in the production of pig iron, which was.larger than 
at any time in the past two years. Building operations were maintained on 
a large scale, despite the approach of winter. 

Final estimates for the year placed the yield of all pr®™cipal crops 
ahead of 1921, except that of corn, which was unusually large in 1921, As 
a result of these larger yields and the higher prices as well, the total farm 
value of crops grown in 1922, based on prices received at the ae as of 
December 1, is estimated to be 25 per qgnt@arger tha in 1921, but 17 per 
cent less than in 1920. Increased production was accompanied by continued 
heavy freight movement. The total number of railroad c ae eine during 
November was substantially larger than in the corresponding month of 
previous years, although five per cent less than in October. The decline in 
the demand for cars and a further decrease in the proportion of cars out 
of repair have resulted in a considerable redugtion in the freight car short- 
age 

Demand for labor continued to increase, as shown by the volume of 
employment at industrial establishments. Local shortages of labor were re- 
ported by steel mills, textile mills and building contractors in eastern dis- 
tricts, but some surplus of common labor was reported from agricultural 
districts. 


WHOLESALE PRICES: Wholesale a advanced during No- 
vember, and reached the highest level since March, 1921. The rise of two 
points in the Bureau of Labor Statistics’ index to 156 was due chiefly to 
advances in the prices of farm products, foods and clothing, which rose to 
the highest points of the year. These advances more than offset the de- 
cline in the prices of fuels and metals. 


VOLUME OF TRADE: Wholesale trade in lines reported to Fed- 
eral Reserve Banks was substantially larger during November than in the 
corresponding months last year. Sales of department stores and mail order 
houses during November were also larger than a year ago and reports of 
Christmas trade thus far received indicate sales larger than in either 1920 
or 1921. The volume of payments by check was seven per cent smaller in 
November than in October, due partly to the smaller number of business 
days, but was ten per cent larger than in November, 1921. 


BANK CREDIT: During the period between November 22 and De- 
cember 20 Federal Reserve Banks have been called upon to supply t the 
extra currency needs of holiday trade, and this demand is reflected in an 
increase of $157,000,000 in Federal Reserve note circulation, bringing the 
total to the nea point for the year. A decline of $43,000,000 in gold re- 
serve was also largely due to increased use of gold for currency purposes. 

The total earning assets of the Federal Reserve Banks rose during the 
period $145,000,000, partly in response to the demand for currency, and 
partly in consequence of heavy government operations on December 15. 

In the four weeks prior to December 13, the loans and investments of 
member banks in leading cities were little changed, though in the latter 
part of the period a renewed demand was manifested for commercial loans, 
offset to some extent by a decline in investments. 





